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-@ - Formosan and hmoy Opium Deal. 


Sir: 


accordim to a report received from our Amy agent yesterday, 
a buge trenanction in opium is now under negotistion between the Japanese 
Formosan Government and the opium combine in Amoy, under eadership 
of the notorious Paul Yip, Chairman of the Lu Tung Co. ( 7 “4a =| )s 
Board of Directors, the mein Opium agency of the Covernmen Opium 
“0nop ly Buresu of Pukien. This informetion is the result of a careful 
observation of the activities of the drug ring by our Amoy arent for the 
pest fex weeks. ‘t his also been confirmed by = Jepanese friend of his 
#ho is well acquei:ted in Japenese arny circles in Formosa and who 
happened to travel on the same steamer with Paul Yip om his return trip 
® .moy fro: Formosa recently. in the li-ht of Pal Yip's close relstion- 
Sa:p with the Japunese during the pest months and judging from informt on 
received from other channels, the facts as contained in this repart subait- 
ted by our amoy agent «re believed well founded. 
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.t the invitation of the Japanese authorities of the Formosan 
Govermment Opium Lionopoly Bureau, Paul Yip peid « visit to Teihokw *itb 
Chen “heng-fo ( ( # 32), Cheirmen of the Formosen Associ’ tion ( lt aay 
of amoy, and a noted recketeer. They left Amoy on the 17th o@ October 
per 3. 3. Hosem suru ( /_“ *_) and returned from Formosa by the seme 
stewier on the 22nd. Their mission wes to newoti: te with the Japeancse 
suthorities in Formosa regarding the purchase of « big shipment of rersick 
opium for distribution in South China and also for manufacturing into 
nor otic druxs. The shipment of “ersien opium hes been held is Formose 
for the p st four yenrs on account o& diplomatic reasons. 


It is reported that us » remit of the grent decresse in 
number of registered opium addicts in Formosa in recent y 
‘a nopoly suthorities planned to have a registration << 
yeer 1930 in ord r to incresse the reve ore the registretion of mw 
addicts tock »lsce, the monopol in Formose ordered s big @ipment 
of opium from iersi« ws Yen 10,000,000.00 to mert the potentisl in- 
cressed demand = registered addicts. It happened, howver, that the 
Ations sent # commiseion of Iacuiry to the Par Fast to investignte 
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iuto Opiu: si0kins conditions in the same ye:r. The con.i: sio:: 
Yormosa shortly after the orrival of the shipment of opiun fr 
(wing to strong public oppositicn sgainst the reg. etret - mw addicts 
mnd on sccount of chance of cabinet, this bi: 8 =< Of opium :- ttracted 
considerable attention of the Formosan pe -Onsecucntly, this mom.g 
vas reparted to the Leagu of Nati vommisesion, then in Formosa, by 
sane anti-opium le ciecrs th an incuiry was acdreesed by the Lervue, to 
eerding the shipment of Opium, to «hich the 
denial. Finelly this bi- ahipment of oniun <ss seeled 
ezuer of the Formosan Governor @ as to avoid any internations«l 
clams. 


Since the tianchuricn affair, the Japenese emmy in rormose plenned 
to c’e. te an atmosphere favorable to their intervention and the ultimste 
agnexstion of Fukien Province by buying Chinese traitors and supporting 
rebellous b:ndit armies in the interior of the province to act as their 
tools in disturbing pesce ami oder. This nuturally required a big sum 
of money. 4t the recuest of the ermy authoriti.s, the Japanese Governacnt 
agreed to sell this big shipment of Persian opium end use the proceeds to 
finance e military campaign in Fukiem. hem Generel Tu Chi-yun ( 44 he 7%} 
was sent to Fukien shortly after the failure of the 1 regime of the 19th route 
army, @ Japanese army agent by the name of Genki ( aS} came to Amoy and 
plotted with General Tu regarding th creation of a Japenese puppet state in 
Fukien. He came with bi, quantities of Persian opium valued over Yen 
10,000.00 which was intended to help Gen. Tu in the 
forces in the interiar. 
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Nanchang for execution. Genki, the Japanese army agent also met his’ death 
soon afterwards. The “bole schem collapsed in this way. 


After the failure of the above schemes, an offer was mide to Pal 
Yip by the Japanese army, through Chen Chang Foo, the notorious Formosan 
recketeer im Amoy, © sell the above mentioned shipment of Persian opiun, 
whieh opiginally cost Yen 10,000,000.00 at the reduced price of Yen 5,000,000.0C 
for dietribution in South Chime end also for the manufacturing of marcotic drugs. 
All the comdéitions relating to this tramsaction have been agreed upon between 
doth perties. According to the agreement Pal Yip mst pay «a deposit ¢ 
Yen 1,000,000.00 in edvame ani the Jaepamese will guaruntee t deliver the 
shipment of opium in Amoy by carrying it over in gun boats. The remaining 
Yen 4,000,000.00 will be peid by the au) Yip combine in « given length o& 
tim. The visit t Formosa was made by Pail Yip under great secrecy. Since 
his retursa, he has been busily engaged in consulting with Bis fellow ac- 
complices esd in raising of necessary fumis for thie transection. It is be- 
lieved that aside from business considerations, grave political significance 
ig attached to thie opium deal. 


Respectfully, 


Treasury attechs 
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